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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of

CC Docket No. 87-266

Telephone Company-Cable Television
Cross Ownership Rules,
Sections 63.54-63.58

and

Amendments of Parts 32, 36, 61,
64, and 69 of the Commission’s
Rules to Establish and Implement
Regulatory Procedures for

Video Dialtone Service
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REPLY OF THE CONSUMER ELECTRONICS GROUP
OF THE ELECTRONIC INDUSTRIES ASSOCIATION

The Consumer Electronics Group of the Electronic Industries Association
("EIA/CEG") hereby replies to the comments that were filed in the above-captioned proceeding
on December 16, 1994. In its initial comments, EIA/CEG urged the Commission not to
mandate all-digital transmission for video dialtone service because to do so would require
consumers to obtain otherwise unnecessary set-top converters and would place video dialtone
service at a competitive disadvantage vis-a-vis cable. Additionally, EIA/CEG urged the
Commission to ensure that video dialtone transmission is compatible with the Decoder Interface

now being developed in the Cable Compatibility proceeding.
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THE COMMENTING PARTIES AGREE THAT THE COMMISSION SHOULD NOT
MANDATE ALL-DIGITAL TRANSMISSION FOR VIDEO DIALTONE.

All of the commenting parties responding to the Commission’s inquiry regarding
transmission standards agree that the Commission should not mandate all-digital transmission for
video dialtone services. Southwestern Bell, for example, noted that, because of the high price
of digital set-top converters and digital modulation, "implementing the [all-digital] plan does not
make economic sense today."' GTE expressed similar views. It observed that the high cost
of digital set-top converters means that many customers "will continue to rely on the receipt of

analog signals in the near term."?

Mandating the use of higher cost digital technology would
serve no purpose other than to put video dialtone at a distinct competitive disadvantage vis-a-vis
cable.

EIA/CEG advanced similar arguments. It also pointed out that set-top converters
would have a disruptive effect on the ability of consumers to use the features and functions of
their television receivers. EIA/CEG therefore urged the Commission to allow market forces to
determine the extent to which digital transmission is used in the provision of video dialtone
service. AT&T, Compaq and Southwestern Bell agreed that market forces are the best means

of addressing the use of digital transmission.® Consistent with these comments, the Commission

should not adopt an all-digital transmission requirement.

Southwestern Bell Corporation Comments at 4.
GTE Service Corporation Comments at 9.

3 AT&T Corp. Comments at 5; Southwestern Bell Corporation Comments at 4 n.8; and
Compaq Computer Corporation Comments at 3 n.6.
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THE COMMISSION SHOULD CONTINUE TO APPLY ITS EXISTING UNBUNDLING
RULES TO VIDEO DIALTONE SERVICE.

In a footnote, AT&T has asserted that it may be necessary to amend the
Commission’s rules that require catriers to offer customer-premises equipment ("CPE") on an
unregulated, unbundled basis.* According to AT&T, the local exchange carriers’ inability to
offer set-top converters on a tariffed basis, as part of video dialtone service, "could affect the
potential viability of any video dialtone service utilizing digital technology."> History and the
video dialtone applications now before the Commission contradict AT&T’s unsubstantiated
claim.

The Commission’s rules requiring the unbundling and detariffing of CPE have
produced a highly competitive marketplace for CPE. The public has reaped the benefits of
competition in the form of lower prices, higher quality, and innovative functionality. There is
no reason to believe that these rules will produce different results in the market for video
dialtone CPE. Permitting the carriers to bundle CPE with video dialtone service would also
work at cross purposes with the Commission’s rules and policies in the Cable Compatibility
proceeding.® In that proceeding, the Commission is creating an interface between consumer
electronics and cable television that will permit the competitive provisioning of functionality

currently contained in set-top converters.” It would be inconsistent (and therefore arbitrary and

4 AT&T Corp. Comments at 5 n.2.
S Id.
¢ ET Docket No. 93-7.

See Implementation of Section 17 of the Cable Television Consumer Protection and
Competition Act of 1992, First Report and Order, 9 FCC Rcd 1981, 1988-89 (1994).
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capricious) for the Commission to move from a non-competitive to a competitive marketplace
in the provision of set-top boxes for cable service, while doing the exact opposite for video
dialtone.

Moreover, none of the carriers planning to offer video dialtone service has
proposed, or suggested a need, to bundle set-top converters with their services. Nor has any
carrier requested a waiver of the Commission’s unbundling rules to permit such bundling.® If
the carriers have concluded that video dialtone service can be offered without bundled set-top
converters, there is no reason why the Commission’s rules should be changed. AT&T has
certainly not offered any justification for such a change, and its proposal should therefore be

rejected.

8 Bell Atlantic has requested a waiver for ADSL equipment located on customer premises;
however, the proposed waiver does not include set-top converters.



CONCLUSION
For all of the reasons set forth above, EIA/CEG urges the Commission not to
require the digital transmission of video dialtone. In addition, the Commission should not alter
its rules requiring the unbundling of CPE and video dialtone service.
Respectfully submitted,

CONSUMER ELECTRONICS GROUP
ELECTRONIC INDUSTRIES ASSOCIATION
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